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TAGS: ENRG, IR 

SUBJECT: GAS: METHYL FUEL PROJECT FOR QESHM ISLAND 
REF: TEHRAN 2392 

1. MARTIN AND SMITH CALLED ON AMBASSADOR JUNE 16 TO REPORT ON 
RESULTS FEASIBILITY STUDY FOR THE METHANOL PLANT. THEY REPORTED 
STUDY HAD SHOWN THAT ON BASIS OF EXISTING INFORMATION GAS RE- 
SERVES ON ISLAND ARE TOO SMALL TO SUPPORT PLANT OF SIZE NECES- 
SARY TO JUSTIFY INVESTMENT IN UNUSUALLY EXTENSIVE SUPPORTING 
FACILITIES REQUIRED BY REMOTE LOCATION. SIZE OF INVESTMENT RE- 
QUIRED ALSO FURTHER INCREASED BY EXTRA PROCESSING RESULTING FROM 
LOW QUALITY OF GAS WHICH CONTAINS LARGE QUANTITIES INERT GASES 
INCLUDING ABOUT 16 PERCENT NITROGEN. 

2. UNDER QUESTIONING, MARTIN AND SMITH ADMITTED THAT RESERVE 
ESTIMATES HAD TO BE BASED ON VERY SMALL NUMBER OF WELLS AND THAT 
THEY WERE UNWILLING UNDERWRITE $6-8 MILLION DRILLING PROGRAM NECES- 
SARY TO DETERMINE EXTENT OF RESERVES DEFINITELY. THUS. POSSIBILITY 
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STILL REMAINS THAT ANOTHER COMPANY WILLING TO RISK MONEY FOR 
DRILLING PROGRAM MIGHT DEVELOPE VIABLE PROJECT. 

HELMS 
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